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Annual Report of Deutsche Bundesbank 


The annual report of the Deutsche Bundesbank for 
1960 describes the year as very successful and as one 
of extraordinary achievements for the Federal Republic 
of Germany. The economy has shown remarkable 
elasticity. Industrial production was 11 per cent higher 
than a year earlier; agricultural output (in 1960-61) is 
expected to rise by 10 per cent. In spite of increasingly 
complete utilization of productive resources, notably 
labor, since the beginning of 1960, the real gross 
national product rose by 8 per cent, i.e., considerably 
more than in any year since 1952. Wage and salary 
incomes, which account for over one half of the national 
income, rose by 12 per cent. Income per capita is still 
below that of some other European countries, but living 
conditions again improved considerably. 

The imbalance between supply and demand has in- 
creased in spite of the substantial increase in output 
and in imports. In the labor market the pressures were 
particularly strong. Even in the winter months of 
1960-61 the number of vacancies reported was markedly 
higher than that of unemployed persons, including the 
seasonally unemployed. It was not surprising that wages 
and salaries rose faster than previously. Price increases, 
notably in the labor-intensive branches of industry, 
were more numerous, though the general upward move- 
ment of prices that had been widely expected did not 
materialize. The fall in food prices as a result of the 
good harvest kept the rise in living costs within reason- 
able limits. 


Credit Policies 


To stem the increasing pressures in the economy, 
and to avert a general rise in prices, the Bundesbank 
tightened its restrictive monetary policy, knowing that 
this might aggravate the external imbalance. An easier 
interest rate policy was indeed called for by the situation 
of the external accounts—the more so as this restrictive 
policy was very much in contrast to the monetary poli- 
cies pursued in other countries. In the absence of other 
anticyclical policies, however, the Bundesbank found it 
necessary to apply all available credit measures in an 
attempt to hold down inflation. 

The measures taken early in 1960 to reduce bank 
liquidity and to curb the credit expansion, namely, the 
repeated increases in minimum reserve requirements 
and the reductions in the rediscount quotas of the 
banks (see this News Survey, Vol. XII, pp. 216, 263, 
and 359) were relatively ineffective. The credit expan- 


sion was, in fact, intensified; short-term credits to busi- 
ness increased more than ever before. The high rate of 
investment, on the one hand, and the liquidity-raising 
effect of the inflow of foreign exchange, on the other, 
were the main factors responsible for this. In addition, 
public expenditures, stimulated by the favorable trend 
in tax revenue, grew strongly, in apparent contrast to 
the need for an anticyclical policy. 

In June 1960 a whole series of new restrictive meas- 
ures were taken, accompanied by measures to curb 
the inflow of foreign funds (see this News Survey, 
Vol. XII, p. 382). The discount rate was raised from 
4 to 5 per cent, the minimum reserve requirements were 
increased, and the rediscount quotas were again reduced. 
At the same time, interest payments on foreign-owned 
deposits (except savings deposits) were prohibited, and 
measures were taken to discourage borrowing abroad 
by banks and their customers. 

Developments in the following months proved, how- 
ever, that the existence of a large current surplus in the 
balance of payments, a substantial interest differential 
vis-a-vis other countries, easier credit policies abroad, 
and extensive freedom of international money and capi- 
tal movements severely limit the power of a restrictive 
policy to curb internal expansion. The expansion of 
foreign-owned deposits and of bank borrowing abroad 
were slowed down, but the inflow of funds through 
other channels increased. Purchases of German bonds 
by foreigners rose sharply, owing to their relatively high 
yields. Direct borrowing abroad by German business 
firms reached considerable proportions, partly through 
improvements in the terms of payment, obtained very 
often in return for minor price concessions. The interest 
differential, particularly vis-a-vis the United States, was 
an important factor stimulating the inflow of funds, and 
so was the massive currency speculation. The rate of 
credit expansion remained high, in spite of further 
strong restrictive action in the autumn, notably through 
open market operations, to which the cash surpluses in 
the public accounts contributed. The aim of the restrict- 
ive policy was thus not attained, while the external 
difficulties increased substantially. 

In November 1960, therefore, the Bundesbank de- 
cided to reverse its policy, so as to attack the external 
surplus situation. Since then, interest rates have declined 
appreciably. Sizable capital exports have recently been 
reported, stimulated by the concession, introduced in 
April 1961, by which deposits held abroad and money 
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market investments abroad by the banks may be de- 
ducted from the gross total of deposits liable to the 
minimum reserve requirements. 


The report of the Bank reiterates that it had not 
intended to relax its internal credit policy, but that this 
change of tactics was forced upon it by the fact that a 
spectacular boom in the economy was accompanied by 
a consistent surplus on current account in the balance 
of payments and an active capital balance. In other 
words, the export of capital in the form of goods and 
services went together with a sizable import of short- 
term funds. This paradox does not fit into the “classical” 
pattern of the trade cycle, and there was therefore no 
room for a “classical” credit policy. The constitution of 
a normal interest pattern now being attempted is part 
of a policy that tries to combine the internal need for a 
restrictive credit policy with the external need for 
structural changes. 


Revaluation of Deutsche Mark 


The 5 per cent revaluation of the deutsche mark on 
March 6, 1961 was undertaken essentially in order to 
eliminate the fundamental external imbalance. The 
Bank agreed to this measure, in spite of previous reser- 
vations, because the structural measures needed became 
even more urgent as the dilemma facing its credit 
policy had prevented it from influencing internal devel- 
opments. It can now be expected that the revaluation 
will, through its impact on the external imbalance, help 
to stop the present excessive expansion without the 
danger of a recession. However, other economic and 
fiscal measures are needed to avert a more pronounced 
upward trend in prices and costs, particularly in the 
building sector, which will not be affected by increasing 
foreign competition. A reconsideration of tax privileges 
and other public aid for housebuilding should be under- 
taken as quickly as possible. Moreover, measures 
designed to secure the competitive formation of prices, 
further reductions of customs duties and import restric- 
tions, and—last but not least—a better “anticyclical” 
timing of public expenditures, could help to dampen 
the boom. So long as the external surpluses persist, and 
particularly when they arise from capital movements, 
credit measures cannot hope to achieve much in this 
direction. 


The Bank also comments on the trends in the external 
reserves since the revaluation of the deutsche mark. 
Immediately afterward the reserves rose sharply, owing 
to considerable uncertainty as to possible further ex- 
change rate adjustments. Credits raised abroad and pur- 
chases of deutsche mark by foreigners to cover against 
losses from further changes in exchange rates increased 
sharply. Covering transactions were, in fact, increased 
merely by the fact that it became more difficult to con- 
clude contracts denominated in deutsche mark. In order 
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to help to build up forces counteracting the inflow of 
funds, the Bundesbank deliberately reduced the selling 
rates for money market paper. No marked reduction in 
the inflow is, however, expected as long as the specula- 
tive tendencies persist. The Bundesbank hopes that the 
process of normalization and the effect of the revalua- 
tion on the current balance will lead to a better balance 
in the external accounts, which will allow the Bank to 
pursue again credit measures appropriate to an economic 
policy designed to influence cyclical developments. 


The Bundesbank expresses the view that the revalu- 
ation of the deutsche mark, higher capital exports, 
increased government debt repayments, and the reduc- 
tion in the interest differential, together with the adjust- 
ments in the internal demand and cost level, may wipe 
out the balance of payments surpluses and possibly 
again lead to deficits. This would be an important con- 
tribution toward the solution of the current international 
balance of payments difficulties. However, the German 
surplus situation is not solely responsible for these diffi- 
culties, and appropriate policies on the part of other 
countries, including the deficit countries, are called for. 


International Cooperation 


To discourage speculative capital movements, the 
Bundesbank has cooperated with other central banks 
in a policy of mutual assistance through intervention in 
the exchange markets. This cooperation proved extremely 
useful in March and April 1961, when substantial 
speculative capital movements prompted by the revalu- 
ation measures again threatened the equilibrium in 
international payments. Such cooperation should be 
further intensified. 


Moreover, the Bundesbank welcomes the efforts to 
strengthen the international monetary institutions and 
to build up a more effective system of “secondary safe- 
guards” against speculative and other temporary distor- 
tions in international payments. The Bank is prepared 
to extend special stand-by credits in deutsche mark to 
the International Monetary Fund in case of need, pro- 
vided satisfactory agreements can be reached as to 
circumstances, extent, and conditions of such assistance. 
It is noted that drawings of deutsche mark from the 
Fund have increased substantially since 1960. 


The current efforts to provide for additional bilateral 
and multilateral facilities to overcome temporary bal- 
ance of payments disturbances should, however, not 
allow one to misunderstand the present difficulties. They 
do not only result from short-term capital movements 
induced by speculative motives or by interest differen- 
tials; there are also more fundamental problems which 
have to be overcome. Additional credit facilities cannot 
be justified where what are needed are disciplinary 
policies affecting the balance of payments, and the 
international coordination of such policies. The conflicts 
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between internal and external necessities make inter- 
national coordination often very difficult, as the Bundes- 
bank has recently had to learn. This dilemma made the 
change in the exchange parity necessary. Closer con- 
sultation of the responsible authorities in the various 
countries with a view to a better coordination of policies 
is therefore essential. 


Source: Deutsche Bundesbank, Geschdéftsbericht fiir 
das Jahr 1960, Frankfurt am Main, Germany, 


May 6, 1961. 


IFAP Conference 


The twelfth general Conference of the International 
Federation of Agricultural Producers (IFAP) was held 
at Dubrovnik, Yugoslavia, from May 11 to 24, 1961. 
The main subjects discussed by the Conference were 
economic development in the less developed countries, 
the action by the UN Food and Agriculture Organi- 
zation toward provision of food surpluses to peoples 
deficient in food, and IFAP’s own food and farm policy. 
The views of the Conference were summarized in a 
resolution calling for intensive expansion of the econ- 
omies of the less developed countries by means of 
capital provided by wealthier countries through the 
Organization for Economic Cooperation and Develop- 
ment and through a UN Economic Development 
Agency; and for the establishment of an International 
Food Distribution Agency to ensure more adequate 
supplies of food to those peoples now in need of it. 


Source: International Federation of Agricultural Pro- 
ducers, Press Release, Dubrovnik, Yugoslavia, 
May 24, 1961. 


Europe 


U.K. and European Economic Community 

The Lord Privy Seal of the United Kingdom, 
Mr. Edward Heath, has said that, without detracting 
from the prior conditions laid down by the Prime 
Minister concerning the Commonwealth, British agri- 
culture, and the United Kingdom’s relationship with 
individual partners in the European Free Trade Associ- 
ation (EFTA), there was now a greater will in Europe 
to find a means of overcoming the problems of a closer 
association of the United Kingdom with the European 
Economic Community (EEC). For the United Kingdom 
this would entail accepting “some individual things 
which might be disadvantageous to us, some things 
being done differently from the way to which we are 
accustomed.” Against this should be weighed, however, 
the very formidable political and material advantages to 
be gained from a closer association. 


On the main problems involved, Mr. Heath said 
that detailed implementation of the common agricultural 


policy of the EEC had not yet been decided, and that 
there were indications that modifications might be con- 
sidered. British agriculture was in a sound and competi- 
tive position, able to participate on equal terms. Agri- 
culture might involve difficulties over one or two guar- 
anteed commodities but some industrial sectors might 
also involve difficulties. 


It would be deplorable if the EFTA were to disinte- 
grate through inharmonious individual solutions, but if, 
on the other hand, it eventually gave way to an agreed 
wider framework it would have achieved its purpose. 
If the more comprehensive association could be shown 
to strengthen the unity of Europe, and were not purely 
a trading arrangement, the U.S. Government had made 
it clear that it was prepared to accept discrimination 
against its goods. 


Four courses were open to the United Kingdom. 
Neither the abandonment of a search for a solution nor 
an arrangement whereby the two European groups 
retained their separate identity was to be recommended. 
The third course was for the United Kingdom and other 
members of the EFTA individually to make a form of 
association with the EEC. In this connection, Mr. Heath 
said, “one would have to consider the influence of the 
association on the economic policies of the group.” 
The fourth course was full membership, appropriate 
arrangements being made for the reconciliation of the 
Commonwealth trade and agricultural system with trade 
with Europe, and appropriate arrangements also for 
the EFTA partners. 


By such an association the United Kingdom would 
not secure all it would like, but it would secure great 
benefits. To be lasting, these would have to be benefits 
on both sides. As time went on it would be more diffi- 
cult to fit into the arrangements made. Meanwhile, so 
long as the outcome was uncertain, business and com- 
merce could not make plans. 


Mr. Colin Clark, Director of the Agricultural Eco- 
nomic Research Institute at Oxford, has estimated the 
increase in food prices to the consumer if the United 
Kingdom were to join the EEC at the equivalent of 
one shilling a head a week. Mr. Clark suggests that 
British and Commonwealth farmers (if they continued 
to supply food in the same total volume as at present) 
would gain £145 million in all; better prices for meat, 
cereals, butter, and cheese would more than offset losses 
from liquid milk, potatoes, and horticultural produce. 


Sources: The Financial Times, May 18, 1961, and The 


Economist, May 27, 1961, London, England. 


New Finnish Currency Unit in 1963 


The Bank of Finland has proposed the introduction 
of a so-called “heavy markka,” and, according to an 
official communiqué, the Government has in principle 
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accepted a currency reform to be introduced at the 
beginning of 1963. The change will be carried out after 
the pattern of the French currency reform; the value of 
the new markka will be a hundred times that of the 
present one, so that the old markka will be equal to 
one new penni. 

The reform presupposes a new currency law by the 
end of 1961 and a transitional law on the relationship 
of the old currency unit to the new one. The printing 
of new notes and minting of new coins are expected to 
take about a year from the time the new currency law 
is passed. The new notes will correspond to the old ones 
in format and main features, so that a new 10-markka 
note will look like an old 1,000-markka note. The 
present notes and coins will remain in circulation as 
legal tender while they are gradually being replaced. 
Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 

way, April 28, 1961 


Economic Situation in Denmark 


The Governor of the National Bank of Denmark, in 
a recent speech, said that economic developments in 
the first quarter of 1961 were not encouraging. The 
quarter closed with an import surplus of DKr 710 mil- 
lion, which was considerably more than would be 
covered by receipts from shipping, tourism, and other 
invisibles. Moreover, the effect of the recent increase 
in wages and costs must be to add to the import surplus 
and the balance of payments deficit, to be reflected, 
sooner or later, in the foreign exchange position. 

The Governor noted that agricultural costs have been 
rising while receipts, two thirds of which come from 
exports, have remained almost static. The possibility of 
compensating the agricultural sector in some way is 
now being investigated, but the Governor hoped that 
the solutions found would not stimulate increased pro- 
duction of those agricultural products that were hardest 
to sell abroad; an increased supply of these would 
further reduce prices on foreign markets. The agricul- 
tural sector is passing through a period of structural 
change which ought not to be hindered by outside 
intervention. Moreover, the industrial sector, where ris- 
ing costs meant lower competitiveness and the risk of 
unemployment, would also suffer. 

It was against such a background that monetary 
policy was to be tested. The liquidity of the banks had 
become much tighter in the last year or two, but this 
had not prevented them from increasing their loans by 
16 per cent in 1960, following an increase of 21 per 
cent in 1959. Since this increased rate of lending had 
continued in 1961, there could be no question of extend- 
ing further the banks’ ability to create credit. Conse- 
quently, the National Bank had raised the interest rate 
for the monetary institutions from 6% per cent to 
7 per cent, when borrowing against securities (see this 
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News Survey, Vol. XIII, p. 140). The National Bank 
felt that the needs of the export sector should be met as 
far as possible, and had decided to reduce the rate to 
6 per cent for loans granted to the private banks on the 
basis of long-term export credits. The conditions for 
these loans to the private banks had also been eased, 
by making the amount of a loan fully available at once, 
instead of gradually over a two-year period as hitherto. 
Source: Bérsen, Copenhagen, Denmark, May 8, 1961. 


Austrian Budgetary Adjustments 


The Austrian Government has recently decided— 
after prolonged negotiations with union representatives 
—to raise by 9 per cent the salaries of government em- 
ployees. The increase will be effected in two stages: 
the first, 4 per cent, will become effective on July 1, 
1961, and the second, 5 per cent, on January 1, 1962. 
In addition, children’s allowances granted to govern- 
ment employees are to be raised by 20 per cent. 

At the same time, the Government announced that 
budget expenditures on public investment will be re- 
duced in 1961 by S 800 million. (For original budget 
estimates, see this News Survey, Vol. XII, p. 606.) To 
finance the budget deficit, the Government has decided 
to float bond issues totaling § 950 million, including 
S 200 million for school construction. This decision 
follows the successful flotation in April 1961 of a 
7 per cent government bond issue of S$ 500 million, 
maturing in 15 years, at 98, the proceeds of which 
were used for the repayment of a short-term bank credit 
obtained in December 1960. The Government also 
plans to establish an Investment Fund through the sale 
of S 250 million worth of government assets. 

Source: Osterreichisches Institut fiir Wirtschaftsfors- 
chung, Monatsberichte, Vienna, Austria, May 
1961. 


Causes and Consequences of Revaluation of Netherlands Guilder 


The Minister of Finance, Professor Zijlstra, explaining 
the decision of the Netherlands Government to revalue 
the guilder by about 5 per cent on March 7, 1961 
(see this News Survey, Vol. XIII, p. 65), stated that, 
with the exception of the years 1956-57, the over-all 
balance of payments position of the country had been 
strong during the last decade. The temporary inter- 
ruption in 1956-57 had not been due to too high a 
domestic cost and price level but to some overspending 
in relation to available resources. This situation had 
since been corrected, and the balance of payments sur- 
pluses in the last three years had been accompanied by a 
sizable inflow of gold and foreign exchange reserves. 
Moreover, since 1958, the Netherlands economy had 
expanded at an increasingly rapid rate; expansionary 
measures taken in 1958-59, and particularly the wage 
increases granted in 1959-60, had not limited effectively 
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the payments surplus on goods and services. Full em- 
ployment of labor and other productive resources had 
been reached some time ago, and the shortage of labor 
had become a bottleneck. Contractionary measures 
taken in 1960, to maintin stable growth and to restrict 
any further inflow of gold and foreign exchange, had 
been successful in bringing about full employment and 
price stability but had been unable to curb the balance 
of payments surplus. 


Professor Zijlstra went on to say that the persisting 
discrepancy between domestic and foreign levels of 
prices and wages pointed to a structural imbalance in 
the exchange rate of the guilder, curable only by an 
upward revaluation of the guilder or by an adjustment 
of the domestic wage and price level. Adoption of the 
latter solution, however, would have implied a certain 
measure of inflation and would have worked to the 
detriment of those sectors of the population whose 
incomes are not adjusted quickly to a fall in the value 
of money. The decision of the German Federal Gov- 
ernment in March 1961 to revalue the deutsche mark 
accentuated the problem—Germany being the Nether- 
land’s largest single market and supplier, taking 22 per 
cent of total exports and providing 21 per cent of total 
imports—and made it unavoidable that the Netherlands 
Government should follow the German example. 


It is expected that the revaluation of the guilder will 
act as a brake on economic tensions. The rate of 
increase of exports and company profits will slow down 
somewhat and imports will rise faster than before. The 
Central Planning Bureau has calculated that import 
prices, measured in guilders, will fall by an average 
of 4 per cent; this is the degree of revaluation corrected 
for the fact that import prices of German goods have 
remained unchanged. Owing to the continued heavy 
demand for Netherlands goods in foreign markets, 
export prices in foreign currencies will tend to increase 
by 3 per cent on the average. On an annual basis, the 
revaluation is expected to bring about a decrease of 
f. 200 million in the balance of payments surplus on 
goods and services, which for 1961 was originally fore- 
cast at f. 1.1 billion. The Government does not plan to 
grant privileges to particular branches of the export 
industries so as to offset the effect of the revaluation. 
Exporters are urged to increase their prices in terms of 
foreign currencies, although foreign competition may 
prevent this in certain sectors, e.g., shipbuilding, textiles, 
international transportation, and agriculture. The 
authorities will also ensure that price reductions as a 
result of cheaper imports are passed on to consumers; 
for example, a 5 per cent increase in the price of 
petroleum products, which was to have taken place, 
will not now become effective. 

The Netherlands Bank was compensated for the 
f. 290 million book loss in the central gold and foreign 


exchange reserves from the Government’s current 
account with the Bank. Owing to the liquid position of 
the Treasury, the Government preferred this method of 
financing to other possible procedures, e.g., tendering 
Treasury paper to the central bank, even though the 
latter’s open market portfolio is small and does not 
allow it to engage in open market operations of any 
volume. The policy followed is in line with the Govern- 
ment’s aim of absorbing liquid funds in the hands of 
the public by long-term loans, and of lengthening the 
average maturity of the short-term debt. 

The Minister of Finance added that, in determining 

the proper level of government expenditure in 1961, 
the f. 290 million payment to the Netherlands Bank 
should be disregarded. Apart from an increase in the 
disbursements of the Agricultural Equalization Fund, 
owing to lower export prices of agricultural products, 
the effects of the revaluation on the 1961 budget 
accounts would be negligible. 
Sources: Nieuwe Rotterdamse Courant, 
Netherlands; De Tijd-Maasbode, and Het 
Financieele Dagblad, Amsterdam, Nether- 
lands; Neue Ziircher Zeitgung, Ziirich, Switz- 
erland; and The Financial Times, London, 
England, various issues, March, April, and 
May 1961. 


Rotterdam, 


Far East 
Credit Policy in India 


Owing to the abundant supply of sugar, the Reserve 
Bank of India abolished from April 21, 1961 the margin 
requirement in respect of advances against sugar (25 per 
cent, reduced from 45 per cent on December 9, 1960). 

Similarly, the Reserve Bank abolished from May 15, 
1961 the margin requirement (35 per cent, reduced 
from 40 per cent on March 1, 1961) and the ceiling on 
bank advances against wheat. It is estimated that the 
1960-61 wheat crop will exceed the record of 9.8 mil- 
lion tons harvested in 1959-60, and substantial supplies 
of wheat are also being imported into India under U.S. 
Public Law 480. In these circumstances, the prevailing 
market prices of wheat are lower than a year ago. 
Sources: Reserve Bank of India, Jndian News Digest, 

May 1, 1961, and The Economic Times, 
May 18, 1961, Bombay, India. 


Rice Production in India 


The final estimate of rice production for the whole of 
India for the current crop year (July 1960-June 1961) 
gives a total of 33.7 million tons, compared with 
31.0 million tons in 1959-60, an increase of 8.8 per 
cent. The area under cultivation was 83.3 million acres 
in 1960-61, compared with 82.8 million acres in 
1959-60. The average yield is currently estimated at 
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906 pounds to the acre, an increase of 8.2 per cent over 
the revised figure for the previous year. (See also this 
News Survey, Vol. XIII, p. 46.) 


Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, May 1, 1961. 


Industrial Production in Japan 


Japanese mining and industrial production increased 
by 23.3 per cent in fiscal 1960 (ended March 1961), 
compared with an increase of 29.1 per cent in fiscal 
1959. Production of capital goods increased by 50.7 per 
cent, following an increase of 39 per cent in fiscal 1959; 
this continued increase reflects the marked growth of 
business investment in plant and equipment. The output 
of consumer durable goods grew less rapidly, by 
19.1 per cent in 1960, compared with 63.7 per cent in 
1959 and an average of 43.2 per cent for the fiscal 
years 1955-59. 

By industrial groups, the increase in output in 1960 
was largest for machinery (39.2 per cent), followed by 
nonferrous metals (24.8 per cent) and iron and steel 
(24.3 per cent); the increase in textiles was only 
13.3 per cent. 

Sources: Nihon Keizai Shimbun, April 22, 1961, and 
Bank of Tokyo, Weekly Review, May 15, 
1961, Tokyo, Japan. 


Relaxation of Credit in the Philippines 


The Central Bank of the Philippines has announced a 
further relaxation of credit from May 15 (for earlier 
measures, see this News Survey, Vol. XII, pp. 385, 394, 
535, and 599). Reserve requirements against demand 
deposits were reduced from 16 per cent to 15 per cent. 
The Central Bank’s basic rediscount rate for commercial 
credits and the preferential rate applying to credit for 
industrial and agricultural production were both re- 
duced to 3 per cent, from 5 per cent and 4 per cent, 
respectively. 

Source: Philippine Association, Philippine Newsletter, 
New York, N.Y., May 19, 1961. 


Indonesian Exchange Measures 


The Indonesian authorities have announced a reclassi- 
fication of goods among the existing import categories 
(see this News Survey, Vol. XII, p. 498). Certain less 
essential chemicals, vehicles, and semiluxury goods that 
were imported at the official rate of Rp 45 = US$1 plus 
a levy of 60 per cent, and a few previously prohibited 
items, such as expensive watches and cameras, 
have been added to the “free list,” i.e., to the list of 
“less essential” goods subject to a special rate of 
Rp 200 = US$1. Also, certain goods, including some 
less essential textiles, that were subject to the official rate 
plus a 25 per cent levy, have been shifted to the category 
to which the 60 per cent levy is applied. 


In addition, on May 1, 1961, a new special buying 
rate of Rp 90 = US$1 was made available to foreign 
tourists holding appropriate visas. Formerly, tourists 
received the official rate of Rp 45 = US$1, which 
continues to apply to all other exchange receipts. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., May 22, 1961. 


Western Hemisphere 


Loans by U.S. Government Agencies 
Export-Import Bank Loans 


The Bank has announced the following loans since 
early in April: April 4, $6.4 million to the Government 
of Pakistan, for the purchase of U.S. raw cotton proc- 
essing equipment, to help to modernize Pakistan’s textile 
industry and to improve the quality of its cotton prod- 
ucts; April 25, $16.5 million to the Japan Air Lines 
Company of Tokyo (repayable over 7 years), of 
which $12.2 million will assist in the purchase of three 
Convair 880 commercial jet airliners and $4.3 million 
will finance one Douglas DC-8 aircraft (the Chemical 
Bank and Trust Company of New York will participate 
in these credits by assuming without recourse $3.5 mil- 
lion of the Eximbank’s obligations; it will be repaid 
from the early maturities of the Eximbank’s loan); 
May 10, $18 million (repayable over 12 years begin- 
ning in 1964) to two steel producing firms in Spain, 
Altos Hornos de Vizcaya, S.A. and S.A. Basconia of 
Bilbao, for the purchase of steel mill equipment manu- 
factured in the United States; May 12, $4.7 million 
(repayable over 1242 years beginning in 1964) to the 
Republic of Liberia, for the purchase in the United 
States of diesel driven electricity generators and trans- 
mission and distribution systems for the Monrovia 
Power Authority; May 17, $62.3 million (repayable 
over 16 years beginning in 1966) to the Philippines, to 
assist in the construction of an integrated steel mill, 
for which the equipment, materials, and engineering 
services will be purchased in the United States. 


Development Loan Fund Agreements 


The Development Loan Fund (DLF) has announced 
the signing of the following loan agreements: March 21, 
three loans totaling $27.7 million to Yugoslavia— 
$14 million for the Kosovo Power Plant Extension, to 
assist in the addition of a 125,000-kilowatt thermal 
generating unit and a 220-kilovolt substation to a power 
plant, $8.5 million for the Sisak Iron and Steel Works, 
to aid in the establishment of a skelp mill and a welded 
tube mill, and $5.2 million to assist in the procurement 
from the United States of 21 diesel locomotives for use 
on the Yugoslav National Railways; April 10, $10 mil- 
lion to the National Small Industries Corporation, Ltd., 
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of India, a government concern, for procuring equip- 
ment that will be made available to small industries in 
India on a rental-purchase plan; April 14, $5 million to 
the Industrial Credit and Investment Corporation of 
India, which will relend the funds to private borrowers 
in certain industrial categories to meet the foreign 
exchange costs of imported capital equipment; May 12, 
$1.6 million to the Hsinchu Window Glass Works, Inc., 
of Taiwan, to establish a sheet glass plant and a ground 
and polished glass plant; May 12, $7.5 million to the 
Pakistan Industrial Credit and Investment Corporation 
(PICIC), to help finance by medium-term loans the 
foreign exchange costs of establishing, modernizing, or 
expanding private industrial enterprises in Pakistan; 
May 26, $6 million to Argentina, to help finance the 
improvement of two of the five highway routes that have 
been selected as having highest priority in the Argentine 
highway program—of the total cost, $11 million, this 
loan will finance 75 per cent of the local costs of the 
road improvements plus 75 per cent of the cost of cer- 
tain engineering services to be procured from the United 
States; the Export-Import Bank will finance most of 
the remaining dollar costs, and the Argentine Govern- 
ment will meet the remainder, estimated at $2 million. 


Sources: The Export-Import Bank of Washington and 
Development Loan Fund, Press Releases, 
Washington, D. C. 


Central American Economic Integration 


The Nicaraguan Congress ratified on May 4 the Gen- 
eral Treaty of Central American Economic Integration, 
signed last December by El Salvador, Guatemala, 
Honduras, and Nicaragua (see this News Survey, 
Vol. XII, p. 607). 


The Honduran Minister of Economy has reported that 
on May 30 the Central American Development Bank 
will open in Tegucigalpa. The Bank will channel 
funds into the Central American Common Market area. 


Sources: Bank of London & South America Limited, 
Fortnightly Review, London, England, May 20, 
1961; The Journal of Commerce, New York, 
N.Y., May 24, 1961. 


Mexico's Agricultural Production in 1960 


Agricultural production in Mexico in 1960 was 
greater by 0.5 per cent than in 1959. Delayed rains 
in some regions of the country reduced the yield of 
some crops. Cotton, coffee, sugar cane, beans, corn, 
and wheat taken together account for about 85 per 
cent of the total cultivated area in Mexico and for 
about 75 per cent of the total value of agricultural 
production. Cotton and coffee are produced mostly for 
export, while the other crops are consumed mainly 
within Mexico, although sugar is now becoming an im- 


portant export commodity. From 1959 to 1960, the area 
allocated to cotton increased from 754,000 hectares to 
890,000 hectares, because of the favorable outlook in 
the international cotton market; production rose from 
1.66 million bales in 1959 to 2 million bales in 1960. 
Mainly as a result of an increase in yield, coffee pro- 
duction increased from 1.62 million bags in 1959 to 2 
million bags in 1960, but the fall in prices reduced the 
value of the crop from Mex$1.17 million in 1959 to 
Mex$1 million in 1960. The area planted with sugar 
cane remained almost unchanged, at about 285,000 
hectares, but higher yields raised output from 1.3 mil- 
lion metric tons in 1959 to 1.5 million metric tons in 
1960. 


Crops for domestic consumption showed rather poor 
results in 1960. The corn crop was among the most 
affected by the late rains, the area harvested and the 
volume produced declining by about 4 per cent; beans, 
the second largest crop for domestic consumption, 
showed a decline in production compared with 1959; 
and the wheat crop also declined by 21 per cent, from 
1.4 million metric tons in 1959 to 1.1 million metric 
tons in 1960. 


Source: Banco Nacional de México, S.A., Review of 
the Economic Situation of Mexico, Mexico, 
D.F., March 1961. 


Economic Conditions in Colombia 


Reviewing recently the economic progress made in 
Colombia, Mr. Hernando Agudelo Villa, Minister of 
Finance, first recalled that the program presented for 
public consideration in 1958 was based on three funda- 
mental objectives—financial stability, social equilibrium, 
and economic development. 


Outlining the results achieved, the Minister said that 
the gross national product, at constant prices, increased 
from Col$20.5 billion for 1958 to Col$22.6 billion for 
1960; the rates of growth for 1958, 1959, and 1960 
were 2.3 per cent, 5.9 per cent, and 4 per cent, re- 
spectively. During 1955, 1956, and 1957, when coffee 
prices were 60 cents to 70 cents a pound, the corre- 
sponding growth rates had been 4 per cent, 2.7 per cent, 
and 3.2 per cent. 


The rate of inflation in 1959 and 1960 had been re- 
duced compared with earlier years, and the policy of 
stabilization had corrected the trend toward a regressive 
distribution of income which characterized the period 
of rapid inflation. In fact, the share of wages in the 
national income increased from 36 per cent in 1959 to 
40 per cent in 1960. 


Government finance had been strengthened by in- 
creases in revenues, from Col$1,782 million in 1958 
to Col$2,445 million in 1960. Expenditures on social 
welfare amounted to Col$810 million in 1960, repre- 
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sent'ng an increase of 191 per cent over such expendi- 
tures in 1958; expenditures for economic development 
amounted to Col$814 million during 1960, which is ap- 
proximately twice as large as in 1958. 

Since 1958 Colombia has repaid US$363 million of 
its commercial arrears, and the outstanding balance of 
US$130 million is to be repaid during the next six years. 
The Government’s improved credit standing has enabled 
it to borrow US$131 million, on the basis of the 
authority given by Law 123 of 1959. 

On December 31, 1960, foreign exchange reserves 
amounted to US$169 million, compared with US$119 
million two years earlier. 

Source: Diario Las Américas, Miami, Florida, May 21, 
1961. 


Brazilian Exchange System 

The Superintendency of Money and Credit has an- 
nounced that exporters operating in the free market 
will now receive more of their proceeds in cash and 
less in the form of 120-day bills of the Bank of Brazil. 
Instruction 206 reduces the amount which must be 
taken in Bank of Brazil notes from Cr$100 per U.S. 
dollar to Cr$80 per U.S. dollar, and provides that this 
latter amount will be further reduced by Cr$20 a month 
beginning on July 1, 1961. 

The instruction also increases from US$20,000 to 
US$50,000 the amount of foreign exchange that individ- 
ual importers can purchase in any week. 

Source: The Journal of Commerce, New York, N.Y.. 
May 25, 1961. 


Peru's Foreign Trade 


During the first quarter of 1961, Peru’s exports 
amounted to $105.1 million, representing an increase 
of 25 per cent over the corresponding period of 1960. 
Sugar sales in February rose by 206 per cent, reflect- 
ing an increased sugar import allotment by the United 
States. Imports for the first quarter amounted to $101.4 
million, 20 per cent more than the corresponding figure 
for the same period of 1960. In consequence, the 
cumulative trade surplus reached $3.7 million, com- 
pared with an adverse balance of $0.3 million for the 
same period of 1960. 

In spite of this positive trade balance, April is the 
first month since December 1960 in which the country’s 
balance of payments showed a surplus; the foreign ex- 
change deficit at the end of the four months was $0.9 
million. 

During the first week of May, the Central Reserve 
Bank purchased $3 million, bringing its foreign ex- 
change reserves to $62.6 million, compared with $37.5 
million on the same date last year. 

Sources: Banco Continental, News Letter, Lima, Peru, 
May 19 and 24, 1961. 


Fund Transactions 

During April 1961, the equivalent of $191.25 million 
was drawn from the International Monetary Fund. 
Australia drew the equivalent of $175 million in cur- 
rencies held by the Fund (see this News Survey, 
Vol. XIII, p. 128), Ceylon $11.25 million, and Ecua- 
dor $5 million. 

Of the total, the equivalent of $60.6 million was 
drawn in deutsche mark, $45 million was drawn in 
U.S. dollars, and the equivalent of $35.6 million in 
sterling, $15 million in French francs, $15 million in 
Italian lire, $10 million in Canadian dollars, and $10 
million in Netherlands guilders. 

Repurchases during April totaled $23.4 million, of 
which the equivalent of $21 million was paid by Spain 
(see this News Survey, Vol. XIII, p. 132) and $2.5 mil- 
lion by the United Arab Republic (Egyptian Region); 
$17.8 million was paid in U.S. dollars and the equivalent 
of $5.6 million in sterling. 
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